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Social Security Cost of Living Adjustment is 5.9% for 2022 

Why this isn’t enough to keep pace with inflation! 

What Should You Do? 

Why is Inflation so high? 

Inflation due to Covid, lack of labor, and supply chain bottlenecks is raising prices on goods 
and services we consume daily. Social Security announced that Social Security and 
Supplemental Security Income (SSI) beneficiaries will receive a 5.9% Cost of Living 
Adjustment (COLA) in 2022, the largest increase since 1982. This increase is less when 
compared against the Consumer Price Index most used, the CPI-U, which increased at a 
6.8% annual rate in November.1 The CPI-U represents changes in prices of all goods and 
services purchased by all urban consumers and represents the spending habits of about 88% 
of the U.S. population. 

Social Security on the other hand determines annual Cost of Living Adjustment (COLA) 
increases for beneficiaries using the consumer price index for urban wage earners and 
clerical workers, the CPI-W index. This index is a subset of the CPI-U population and 
represents about 28% of the U.S. population.2 The CPI-U includes the expenditures of all 
urban consumers, including those 62 years of age and over whereas the CPI-W is limited to 
the spending patterns of wage-earners and clerical families, mostly excluding families whose 
primary source of income is from retirement pensions.3 This has been a source of contention 
for many due to the fact that the CPI-W index does not give enough weight to expenses that 
affect seniors the most such as health care and housing related costs.  Health care related 
expenses tend to rise as we age and often inflate faster than other basket categories. For 
example, the standard Part B premium will rise from $148.50 in 2021 to $170.10 in 2022. 
This is an increase of $21.60 or 14.5% of the current standard Part B premium.  

There is an index that is proposed to be used for Social Security COLA increases that may 
better reflect the expenses of seniors, the Consumer Price Index for Elderly Consumers (CPI-
E). Although this index is relatively new and some consider an experimental index, this index 
is weighted according to the importance in spending patterns for those 62 years or older.   
The CPI-E uses the same formula as the CPI-W index however assigns greater weight to 
products that those 62 and older buy such as health care related costs.  Although the 
difference between the CPI-W and CPI-E varies year by year, where some years the CPI-W 
has had a higher increase, the CPI-E has historically had a slightly higher benefit over time. 
Since the start of CPI-E in 1983, the Senior Citizens League calculates the average 
difference between the CPI-E index and the CPI-W index through 2019 was roughly 0.25% 
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annually.4 Although this does not seem like a significant amount, through compounding it 
adds up over time.       

In order to help seniors keep up with inflation, a Social Security bill is being reintroduced to 
Congress as the “Social Security 2100: A Sacred Trust” which proposes, amongst other 
things, to change the index used for COLA for Social Security benefits to CPI-E.    

Although changing the index to the CPI-E may benefit seniors in the long run, COLA 
adjustments to Social Security benefits do not truly make up for the increased costs of 
healthcare and housing expenses over time.  This is especially true for those of us who live in 
high-cost cities such as the San Francisco Bay Area.  

On average retirement beneficiaries receive only around 40% of their pre-retirement income 
from Social Security.5 Most of us cannot live on 40% of what we earn today, even with a 
potential decrease of living expenses after retirement. Social Security benefits are usually a 
lower portion of total income for most of our clients than the national data indicates.  

Years ago after watching how many people selected new activities after retiring, we started 
communicating “Larry’s Law” to our clients. “Generally, the availability of time results in 
activities that have a financial cost.”  This is true for many who retire and then embark on a 
path that has different and new ways to enjoy life. Many times these activities have a cost 
associated with them.  As a result, many of us want to spend more in retirement than we 
spent when working. 

Remember, inflation does not stop working when you do! The “Rule of 72” (the law of 
compound interest invented by Benjamin Franklin) that helps us understand compounding 
works like this: If you earn 1% on your money, and the earnings are simple interest, it takes 
100 years to double the value of your initial investment (excluding taxes).  If the earnings are 
compounded annually, it only takes 72 years, hence the name of the rule. If you receive 6% 
investment returns on your money, then it takes 12 years for your portfolio to double in value. 
This rule works the same way with the impact of inflation. If inflation averages 4%, in eighteen 
years you will need to spend $2 to purchase what now costs you $1.  

This economic reality is why we continue to encourage those who are still in the work force to 
maximize retirement contributions and to save money in their personal accounts too. In 
addition, we continue to encourage those working and retirees to invest wisely and maintain 
assets in diversified portfolios that offer long term growth. Investing too conservatively can 
adversely affect portfolio returns and in fact can enable consumers to lose purchasing power 
or value over time as we experience inflationary pressure on goods and services we 
consume as we age.  

We are here to help. Please let us know if we can help you and your family reach both your 
short and long term goals and maximize helping you save towards retirement.   
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1. https://www.bls.gov/news.release/pdf/cpi.pdf 
2. https://www.bls.gov/opub/btn/volume-3/why-does-bls-provide-both-the-cpi-w-and-cpi-u.htm 
3. https://www.bls.gov/news.release/cpi.br12396.a06.htm 
4. https://seniorsleague.org/the-cpi-e-would-pay-a-1-9-cola-versus-the-1-6-you-are-actually-getting/ 
5. https://www.ssa.gov/benefits/retirement/learn.html 

 

This information was compiled by Ginsburg Financial Advisors 
 

This communication is designed to provide accurate and authoritative information on the 
subjects covered. It is not, however, intended to provide specific legal, tax, or other 
professional advice. For specific professional assistance, the services of an appropriate 
professional should be sought. 
 
The views stated in this newsletter are not necessarily the opinion of Cetera Advisor 
Networks LLC and should not be construed directly or indirectly as an offer to buy or sell any 
securities mentioned herein. Information is based on sources believed to be reliable; 
however, their accuracy or completeness cannot be guaranteed.  
 
Nothing in this presentation should be construed as offering or disseminating specific 
investment, tax, or legal advice to any individual without the benefit of direct and specific 
consultation with an investment advisor representative. Information contained herein shall not 
constitute an offer or a solicitation of any services.  
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